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to one per centum of the par value of 25,000 shares of stock in the
said company subscribed by the Government on the 23rd November,
1920'. In his reply the Auditor stated that for some time he had
seriously doubted the legality of the existence of the company, and
that after a very careful consideration of the Act he had become
convinced that 'the Act creating this company is defective to an
extent which makes it illegal and unconstitutional '.x In the following
year, 1928, the Supreme Court of the United States ruled that the
Acts of the Philippine Legislature creating two similar companies,
the National Coal Company and the Philippine National Bank, were
invalid, since they gave control over executive functions to the
Legislature. The Court held that it was ea general rule, inherent in
the American constitutional system, that, unless otherwise expressly
provided or incidental to the powers conferred, the legislature cannot
exercise either executive or judicial power3.2
In his opening message to the Philippine Legislature, which was
delivered on the 16th July, Mr. Stimson urged the necessity of
economic development, and he submitted that for this purpose it
would be necessary to attract American capital. Mr. Stimson thought
that agriculture was and would be for a long time the chief industry
of the Islands, but unless the Filipino farmers were to remain in their
present unsatisfactory condition it was necessary that they should
have the benefit of modern machinery and modern methods. He
therefore advised the Legislature to revise the land laws and the laws
governing the creation and regulation of corporations. In his annual
report, Mr. Stimson made light of the fears of the American sugar
industry that they would have to face strong competition from the
Philippines, since the experience of the Filipinos under Spanish rule,
when vast lands had been in the hands of the Church, had made
them nervous of anything which might be called land monopoliza-
tion, and individual leasings of government land were limited to a
maximum of 2,500 acres each.3 But Mr. Stimson's comforting words
did little to allay the agitation which he noted in the United States
for a change in the tariff agreement which should be adverse to the
Islands4—an agitation which was to play such an important part in
the movement towards independence.
In March 1929, when Mr. Hoover succeeded Mr. Coolidge as Pre-
sident of the United States, Mr. Stimson was nominated Secretary
of State at Washington, and thus his term of office as Governor-
1 The United States Daily, 19th and 20th April, 1927, gives a fuU report of
the Auditor's reply.	a md., 17th May, 1928.
3 Governor-General's Report, 1928, p. 4.	4 Ibid., p. 19.

